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SOVIETS CLARIFY "TURNOVER OF WORKING CAPITAL"

Every enterprise receives from tre State a firxed sum of vworking capital
| (oborotnyye sredstva) to oarry out tre normal prcduction cycle., In the first
|

- istege, Lhe working capiial 1a put into suppliea of rew materiala , materisls for

igroduction, and fuel, all of which ars to be used in prciuctior. In the aecond
'stage, working capital takes the form of semifinished production , 80ods still in
‘the process of being produced, In the thiri stage, working capital takes the
Torm of finished goods wveedy for ehipment to the consumer. An enterprise’s re-
iquirements for working capital, in the form of matsrial supplies, depend first

i cf all on the comsumption of these suppliss ‘n produsticn., Tae greater the
iquantity of produotion, the greater tte sonsurpiion of material supplies, auvd

{ thus, the greater s the need for working capiial. Rsquirements of vorking cap-
ital also depend on the frequency with whish raecessary materials come into the
varehouse. If rav materials are trcught i~ every day, ther crly a one-day supply
of materials Iis needed. If these ma‘erials are Yvrought in every 7 days, the
enterprise musi then have a week's supply. It 1s in this vay that working capital,
iin the firet stage of the turnover sycle, 1e put iutc eupplies of materials nec-
essary for production.

The eocond stags covers the eutire perioi of produsticn. The third stage
begins with the output of finished goods azl erds when they are scll, The
volume of working capital is determinzed hy tbe c¢ortinuance of the flow cf finleh-
ed goods into the wvarehcuss, by the nature cf the profuciion prozese, by tra type
of packing necessary for the finished goods, ani by ihe distance of “hs consumer
from the given enterprise. When tle prcduction precess continues winterruptedly,
vorking capital maintains a contizucus cycle, aimultanecusly Invested in the
three turnover stager, transferring fram one stage to the next. The fasier this
transfer from each stage is accamplished, the lsc3 working capiial 1s needod by
the entsrprise for fulfiliment of its production plan.

In order to deisrmine to what extent working cepital is being utilizel ef-
fectively, it 1s necessary to defius 1ts relation to the 2ot of the finishes
goods. If an entorprise produces 66 million rubles' wortk of finishud goods in
a year and is operating with 13,2 million rutles ir working capital, thea the
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turnover of working cepitel iz foumd tc Ye 8831N.2 or fivs times, That 2., for
evary ruble of working cepitel, five rublee cf finished goods ave been producsd,
The: lonigth of time for cnme complete twmcover cf vorking sapital is thus 365:3

. or T3 days.

There are various methods of speedling tle turnovar of varkicg capital,
“Bagically,; they are relsted (1) to & dacrezss in supplies of yew materials,
~materials. for production, fuel, and tocis; {2) to e lscreass 1w the +ime alloved

for the production-cyole; {3) to complation of fintshed goode.uw schedule; end
(4) to mors rapid shipment of goods o the comsumer, (From sn eriisle Dy ¥,
Xonyukhov, Benlor Enginser undsr the Representative of the State Planning Commis-
8ion for Xhabarovek Kray,)
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